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U.S.  TRADE  WITH  THE  EUROPEM  SOVIET  BLOC 

by 

Alex  D.  Angelidis  and  Robert  L.  Tontz  l/ 

On  October  9^  President  Kennedy  announced  that  export  licenses  would  be  granted 
to  U.S.  private  traders  for  sales  of  wheat^  feed  grains,  and  other  agricultural 
commodities  to  the  Soviet  Union  and  various  Eastern  European  countries  under 
specified  conditions. 

On  October  11,  the  Department  of  Commerce,  Office  of  Export  Control,  announced 
that  it  would  issue  export  licenses  in  an  estimated  total  quantity  of  li  million 
metric  tons  of  wheat  or  wheat  flour  equivalent  for  export  to  the  European  Soviet 
Bloc  countries  of  Albania,  Bulgaria,  Czechoslovakia,  East  Germany  including 
the  Soviet  Sector  of  Berlin,  Estonia,  Hungary,  Latvia,  Lithuania,  Rumania,  and 
the  Union  of  Soviet  Socialist  Republics  (USSR).  At  the  same  time,  the  Commerce 
announcement  indicated  that  Outer  Mongolia  was  included  on  the  approved  list 
of  countries  along  with  the  10  European  Soviet  Bloc  countries.  Licenses 
would  not  be  issued,  however,  for  wheat  or  wheat  flour  exports  to  Communist 
China J  North  Korea,  or  the  Communist-controlled  area  of  Viet-Nam. 

Among  the  specified  conditions  for  export  of  wheat  and  wheat  flour  equivalent 
are : 

—  Sales  are  to  be  made  at  prevailing  world  prices. 

—  Payment  is  to  be  made  in  U.S.  dollars  or  gold. 

—  Terms  of  sale  are  to  be  cash  or  normal  commercial  credit. 

The  Office  of  Export  Control  also  announced  that  license  applications  covering 
price -supported  agricultural  commodities  or  subsidized  agricultural  commodities, 
other  than  wheat  and  wheat  flour,  will  be  considered  for  approval  for  exporta- 
tion to  the  above  specified  Eastern  European  countries  and  Outer  Mongolia. 
Among  other  commodities,  these  include  barley,  corn,  grain  sorghums,  oats,  rye, 
cotton,  vegetable  oils,  and  tobacco.   The  Department  of  Commerce  has  already 
approved  export  licenses  to  ship  corn  to  Hungary. 

1/  International  Economist  and  Chief,  respectively,  Trade  Statistics  and 
Analysis  Branch,  Development  and  Trade  Analysis  Division,  ERS. 
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If  sales  of  h   million  tons  materialize,  it  would  mean  that  U.S.  exports  of 
farm  products  to  the  Soviet  Union  would  be  the  largest  since  the  multi-million- 
dollar  shipments  of  agricultural  commodities  under  the  Lend-Lease  and  UMRA 
(United  Nations  Relief  and  Rehabilitation  Administration)  programs  during  and 
following  World  War  II. 

Moreover,  Russia's  wheat  purchases  this  year  will  make  it  the  world's  largest 
wheat  importer  whereas  normally  it  is  the  world's  third  or  fourth  largest 
exporter. 

Shipments  of  commodities  to  Russia  and  various  other  Eastern  European  countries 
are  scrutinized  to  see  that  they  comply  with  the  Export  Control  Act  of  19h9 , 
as  Amended,   This  Act  authorizes  the' use  of  export  controls  to  further  U.S. 
foreign  policy  objectives  and  to  control  exports  of  commodities  in  short  supply 
in  the  United  States  or  export  of  those  that  could  be  detrimental  to  this  coun- 
try's national  security.   At  present,  these  controls  include  an  embargo  on  ship- 
ments to  North  Korea,  Communist  China,  and  the  Communist-controlled  area  of  Viet- 
Nam,  and  broad  controls  on  shipments  to  the  USSR  and  other  Soviet  Bloc  countries 
including  Cuba. 

The  10  countries  listed  above  together  with  Poland  make  up  the  European  Soviet 
Bloc.   However,  exports  to  Poland  are  not  subject  to  the  licensing  requirements 
applicable  to  the  other  Bloc  countries. 

U.S.  agricultural  exports  to  the  European  Soviet  Bloc  in  the  last  3  fiscal 
years  ranged  from  $89  million  in  1961-62  to  $l62  million  in  I96O-6I  (table  2). 
Most  of  these  shipments  were  Public  Law  I4.8O  sales  to  Poland  for  zlotys.  Ex- 
cluding shipments  to  Poland,  exports  to  the  Bloc  ranged  from  $17.2  million  in 
1962-63  to  $18.9  million  in  I96O-6I. 

Sales  of  h   million  metric  tons  at  the  current  export  price  would  total  over 
$250  million.   This  is  more  than  double  the  I96I-63  average  value  of  $ll8 
million  for  U.S.  agricultural  exports  to  the  Bloc  including  Poland,  and  more 
than  13  times  the  average  $l8.3  million  value  for  the  Bloc  excluding  Poland. 

The  Soviet  Union's  massive  world  market  wheat  dealings  of  recent  weeks  tend  to 
underscore  the  serious  decline  in  the  Bloc's  grain  output,  due  to  production 
failures,  adverse  weather,  and  the  breakdown  of  the  Communist  system  of  agri- 
cultural production.   Canada  has  agreed  to  sell  the  Soviet  Union  nearly  2i|0 
million  bushels  of  wheat;  and  Australia,  about  60  million.   The  size  of 
Russia's  purchases  from  these  countries  suggests  that  the  Russian  supply  gap 
is  larger  than  generally  realized.   The  request  for  purchases  from  the  United 
States  further  emphasizes  this  deficiency. 

In  general,  U.S.  agricultural  exports  to  the  European  Soviet  Bloc  excluding 
Poland  are  relatively  insignificant,  accounting  for  less  than  0.$   percent  of 
average  U.S.  fann  exports  in  the  past  3  fiscal  years.   Agricultural  imports 
from  the  Bloc  excluding  Poland  are  even  smaller,  averaging  $5  million  in  the 
past  3  years,  or  less  than  one-eighth  of  1  percent  of  U.S.  farm  imports.   On 
balance,  this  two-way  trade  is  about  3  to  1  in  favor  of  exports. 
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Although  U.S.  agricultural  exports  to  the  Bloc  countries  have  exceeded  their 
prewar  levels,  they  remain  far  below  their  wartime  peaks,  when  huge  shipments 
were  made  under  the  Lend-Lease  and  IMRRA  programs.   The  $l8.3  million  export 
average  for  the  past  3  years  compares  with  averages  of  $6.6  million  in  193^- 
?)9i   $373  million  in  19U2-U6,  and  $562  million  in  the  2  peak  years  19U3  and 
19IU4. 

Germany  is  excluded  from  the  prewar  data,  but  East  Germany  is  included  in  data 
for  the  past  3  years.   Exports  to  Germany  in  Y)'y^-y)   averaged  $lj.3  million,  but 
it  is  not  knovm  how  this  was  divided  between  .-East  and  West.  Exports  to  East 
Germany  in  196I-63  averaged  $2  million,  and  those  to  West  Germany,  $36l  million. 

Lend-Lease  and  UNRRA  exports  to  the 'USSR  alone  from  19^1  through  19U6  totaled 
$1,7U7  million,  consisting  principally  of  meats  ($767  million),  eggs  and  egg 
products  ($281  million),  vegetable  oils  ($132  million),  butter  ($109  million), 
and  grains  ($60  million).  Grains  included  $2.3  million  of  wheat  and  $U2.9 
million  of  wheat  flour. 

Agricultural  imports  from  the  Bloc  excluding  Poland  have  been  below  prewar 
years.  The  past  3  years'  average  of  $5  million  compares  with  $10  million  in 
1935-39.   Data  for  the  past  3  years  include  East  Germany;  previous  data 
exclude  Germany.   Imports  from  East  Germany  during  the  past  3  years  have  been 
negligible;  imports  from  West  Germany  have  averaged  $29  million.  Those  from 
Germany  in  1935-39  averaged  $7.1  million. 

Aside  from  Poland,  the  principal  market  for  U.S.  farra  products  in  the  European 
Soviet  Bloc  in  fiscal  year  1962-63  was  Latvia,  which  took  $6  million  worth, 
chiefly  cattle  hides.   Other  leading  countries  were  Czechoslovakia,  the,  USSR, 
East  Germany,  and  Hungary.  U.S.  farm  exports  to  these  countries  in  1962-63 
ranged  from  $1.9  million  for  Hungary  to  $3.5  million  for  Czechoslovakia  (table  3) 

On  the  import  side,  the  USSR  led  the  list  with  U.S.  imports  amounting  to  $1.3 
million,  mainly  cotton  linters  and  licorice  root.   Czechoslovakia  was  the  only 
other  European  Bloc  country  from  which  the  United  States  imported  over  $1 
million  worth  of  farm  products  in  1962-63 . 

Last  year's  U.S.  agricultural  exports  to  the  Soviet  Union  amounted  to  $3.1 
million,  down  substantially  from  the  $10  million  in  I96I-62  and  the  $11.3 
million  in  I96O-6I.   Soviet  purchases  of  U.S.  inedible  tallow  last  year  dropped 
to  $1|37,000  from  over  $9  million  in  each  of  the  2  previous  years.  Aside  from 
tallow,  U.S.  sales  to  the  USSR  in  the  past  3  years  included  hides  and  skins 
and  live  animals.   In  I962-63  seed  beans  were  also  shipped.   Agricultural  imports 
from  the  USSR  included  cotton  linters,  licorice  root,  bristles,  essential  oils, 
sausage  casings,  and  vegetable]  preparations  (table  \\) . 

In  recent  years,  Poland  has  been  the  principal  European  SoAO-et  Bloc  outlet  for 
U.S.  agricultural  exports.  Last  year,  U.S.  shipments  of  farm  commodities  to 
Poland  accounted  for  over  80  percent  of  the  U.S.  total  to  the  European  Soviet 
Bloc  and  at  the  same  time  imports  from  Poland  represented  nearly  90  percent 
of  U.S.  imports  from  the  area.   In  I962-63,  the  leading  exports  were  wheat, 
grain  sorghums,  and  cotton,  followed  by  barley,  inedible  tallow,  cottonseed 
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and  soybean  oil,  com,  rice,  and  hides  and  skins.  ¥heat  made  up  about  two- 
fifths  of  the  agricultural  exports  to  Poland  in  the  past  3  years  and  one-half 
in  1960-61. 

Most  agricultural  exports  to  Poland  were  made  under  Public  Law  [|.80,  nearly  all 
foreign  currency  sales  under  Title  I.  Meats,  including  canned  cooked  hams  and 
shoulders,  equaled  8I|.  percent  of  U.S.  agricultural  imports  from  Poland  in  1962- 
63.  Other  products  were  feathers,  casein,  hides  and  skins,  bristles,  poppy 
seed,  caraway  seed,  and  chicory  (table  U) . 

Supplying  countries  have  furnished  Soviet  Bloc  and  other  Communist  countries 
from  8  to  11  million  metric  tons  of  wheat  including  flour  annually  during  the 
last  3  fiscal  years.   The  Soviet  Union  has  been  the  chief  supplier,  followed 
in  1962-63  by  Canada,  Australia,  the  United  States,  France,  and  Argentina 
(table  ^). 

The  USSR  accounted  for  approximately  three-fifths  of  total  wheat  and  flour  exports 
to  the  European  Soviet  Bloc  countries  and  as  much  as  two -fifths  of  all  wheat 
and  flour  exports  to  Communist  countries  in  the  last  3  fiscal  years.   Generally 
exports  of  wheat  and  flour  from  the  Soviet  Union  went  to  most  member  countries 
of  the  Bloc.  U.S.  exports  went  principally  to  Poland,  with  a  small  amount  to 
the  USSR.  Shipments  from  Canada  went  to  Poland,  Czechoslovakia,  and  Albania 
along  with  East  Germany  and  the  USSR. 

Leading  European  Soviet  Bloc  importers  of  wheat  and  flour  were  Poland,  East 
Germany,  and  Czechoslovakia.   These  3  countries  accounted  for  over  70  percent 
of  total  imports  by  the  European  Soviet  Bloc  in  the  last  3  years. 

Outside  the  European  Soviet  Bloc,  the  supplying  countries'  wheat  markets  were 
Yugoslavia,  Communist  China,  North  Korea,  and  Cuba.   The  United  States  has 
supplied  Yugoslavia  with  nearly  all  of  its  imports.   Canada  and  Australia  have 
furnished  Communist  China  with  substantial  quantities,  supplemented  in  the  last 
2  years  by  additional  amounts  from  Argentina,  France,  and  the  USSR.   The  USSR 
(has  supplied  Cuba's  import  needs. 


-11- 


T-H 
O 

m 

•H 


-p 

G 

o 


M 
C 

•H 
>5 

H 
ft 
O, 

-P 

■H 
-P 

a 


m 

(D 

•H 
-p 

o 
o  m 

-P    I 

W  CM 
•H  MD 
C  On 
3  H 


M 
O 

-P 


o 
o 

Q) 

-P 
O  H 

t5  I 
C!  O 
ci!  vO 

o\ 

•  ,—1 

Pi 


m 
!>t, 


0) 

-p 

o 
-P 

o 


pi 


G 
•H 

-P 
tij 
(D 

O 

CO 
-P 
!h 
O 


CO 
EH 


cfl 
-P 
O 

EH 


cti 
O 


-•Id 


cS    0)    f? 


cr; 


te 


Cti 
rH 

O 
Ph 


cti 
d 


-P 


cti 

cti     ^ 
tq    H 


cti 

1  -l-i 

O  ^ 

^  cti 

O  > 

a>  o 

N  H 

O  ra 


cti 
•H 

cti 

bD 


cti 
•H 

cti 
/2 


G 

fH    -H 
cti    >i  ^ 
0)    rH     !>i 

>=  a,u 
a.-p 

H   d    G 
cti    w 
o 
w  xi 

H     G 
fe     Cti 


O-  [>-  O  r^  f—  O  O 

f^MD  r^  H   On  UA  O- 
ITNNO  NO  CNI  O  -J- 

T-Tv-J-  C\)  -Zt  c^ 

*\       *\       '^  *s 

H  H  H  c^ 

NO  f-  r^  O 


I   NO 


NO 
J- 


I   o  o 


I  O  CO  I  I 
I  CO  "LPv  I  I 
I    O-  H     I      I 


I    o 
I    H 


rH    (TnI  NO   r^  J-  O    rH 


NO    CnI  OO    rH    CJN  ON  NO 

O  NO  (XJ         eg  O  On 
UAnO  r-t   CM 


CO      I 


J- 


I  J- 

I    l-TN 


OJlO      I 


I       I       I       I 


-^CO 


O  OA 
CM  NO 


I     O  lA 

I   CM  m 

I     C>J   rH 


O   l>- 

I    c^  r— 
I    c^ 


I      NO   ~\ 

I     CA  CM 
I     CM 


O  lA 


I   o 
r    cr\ 


I      1    O 

I        1     CM 

I      I    O 


I      I      I      I 


J-  O 


I    _d-CO 
I    NO    CM 


NO 
NO 
O 

CO 

NO 


CJN 

J- 


CM 
NO 
UA 


lA 
NO 


OO 

TJA 


o 

rH 

J- 


lA 
CA 


CM 


O   r^   CM   r-  rH    O    H 

l>-  CM  r—  CX5  O  OO  NO 
CM  CM  CO  On  O  H  O, 
T-Ov  l>-  On  cm  no   On 

*\     »\     »\  •% 

r^   CM   rH  CA 

o 

I  I  I  I  I  CO  I 
I  1  I  I  I  O  I 
I     I     I     I     J  J-    I 


1    -:3- 
1     CA 
1 

1     1 
1     1 
1     1 

O  c^ 

H    r-{_ 

o 

l>-  rH 

CAOO 

o 

r-{ 

o 

0-CX3  OO  OO    O  J- 
NO   CM  CO   CK  O  OO 
On  ON         H  rH  CA 

NO 
NO 

O  -:d-  O  _:d-  en  O  GO 


l>- -d- 1-iA  O  H  O  CO 

CM  lA  CM    rH  C—  O- 

lA  l>-  ON  J- 


o 

NO 

o 


I  -J 

I     CM 


I      NO 


C—nO     I 
NO   CM      I 


I  ^  (3N 
I  On  CTn 
I    TA 


I       I       I       I 


O 


I   NO  H 


J-     I 


I    H  lA 
I   CO 
I    CO 


O    CM 


I    CACO 
I     CTnnO 


I     I     I     I 
rill 


CM 

On 
-^ 
r-l 

r-T 
H 

o 

CO 

o 

J- 


NO 
NO 


NO 

CO 
lA 


CD 

P> 

cti 

-p  •   cti    cti     •     •     • 

tQ       •   -rl     G       •       •       • 

"•  __    •  H  -H    •  ff;    • 

rH  "d    cti    cti  -P    CD      •    w 

nOCDT:!^  GOC0!h 

I    -P    cti  -P  (D    G      •    0) 

O-H    G    to  McticOi;::; 

NO     G    cti     d  fn     ^       •   -P 

ONEz3o<ii«i;[i<!=>o 


0) 

-p 

cti 

-p 
w 


cti    cti 
■H    G 


rH    CO  O    O    rH    O    en 

CO   CA  O  CO  J-  rH   CM 

l>- CO  lA  On  J-  UN  _d- 
l>-  rH  H         -d-  rn  rH 

•^      *^      »\  r\      «\ 

rH    CM   AJ  rH   en 

O 


I    lA     I 
I    lA     I 


o-  O  O  l^^  O  o 


1    l>-  O  OO  On  O 
1    C— lA  CTnnO  O 
1   NO  H         OO  H 

o 

AJ 

lA 
H 

o 

r-i    AJ 

lA 

r-i  NO 

-d-  o 

rn 

-d- 

OO  lA     1       1 
O-  O      1       1 
[>-lA     1       1 

-^  o 

O-  O 
lA  C— 

CM 

CM 

o 

CO 
TA 

CM      I 
CM      I 


CM|    I 


I       I       I       I 


I  I  I  I  I  I 
I  I  I  I  I  I 
I       I       I       I       I       I 


NO   NO        I 

lACO      I 
"LA  rn    I 


I  CO  O  I 
I  cA  O  I 
I    CAIA     I 


-^        NO 

I    <A  I    H 

I    r-  I    H 

I     rH  I 


I    O 
I    O 

I     CM 


I  O  I 
I  O  I 
I    On     I 


I    O 
1    O 


CM    Xi     cti     cti 

NO    0)  xi    ^ 

I      +D     cti    -p 


<D       • 
O    CQ 

G 


(D 

-P 

•    cti 

^-p 


CAI 


•H    G    m    M  Cti   CO  ^ 
NO    G    cti    d    fH    ?-<      •  +^ 

cjNt3c:)"=tl<iJP^t30 


H 
cti 

•p 

O 
EH 


cti    cti 

_^  rH   -H       •   fEi       • 

CA  t3  cti  cti  -p  (D  •  W 
MDCDXi^  GOCQ?H 
1  +3  cti  +3  CD  G  •  0) 
CM-HGmbDctitO^ 
NO  G  cti  d  ?H  ^  •  -P 
0\t50-=i!<=4(iH:^0 
I — i 


OO 

NO 

H 

r-\ 
O 


lA 
lA 


CMl 


H 
Cti 

-P 
O 

EH 


G 

() 

-p 

o 

xi 

•rl 

0) 

fn 

-p 

4J 

cti 

a) 

p. 

H 

•H 
-p 

• 

( ) 

CO 

^ 

lA 

(D 

cti 

G 

§ 

rH 

Xi 

H 

^ 

-P 

cti 
•H 

H 

tn 

+J 

Q) 

to 

U 

U 

(D 

cti 

PL,     H^    fl. 


<|AJ|CA| 


-12- 


